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Section 235 Reactivated 


On October 17... Secretary Carla A. Hills announced the activation of a revised 
Section 235 homeownership subsidy program to spur construction and rehabilitation of 
single-family homes for low- and moderate-income families and to assist the recovery in the 
housing industry. 


HUD will use $264.1 million over the next two years...in funds already 
authorized. .. to subsidize over 250,000 new single-family units as a tool to revitalize the 
troubled housing industry and create construction jobs and to assist in the rehabilitation of 
urban neighborhoods. 


The new program, the Secretary said, differs from the old in a number of significant 
respects. Among other things...the subsidized home can be a new or substantially 
rehabilitated single-family detached, townhouse, condominium, or cooperative unit. The 


subsidies are not available for the purchase of existing homes, which were eligible under the 
old program. 


Additionally. .. the revised program is designed to help families now priced out of the 
new home market because of high interest rates and escalated housing costs. Subsidy 
payments can continue through the term of the mortgage until the property is sold, or until 
the homeowner can pay the monthly mortgage, insurance and taxes out of 20 percent of his 
adjusted gross income. 


The Section 235 program is being reactivated at this time in order to help sustain the 
housing recovery. There are presently no plans to continue the program after the funds have 
been exhausted. 


* 
FY ‘76 Budget Act Approved 


Congress has approved HUD’s Appropriation Act for Fiscal Year 1976. Total amounts 
approved. .. Appropriations, Contract Authorities, etc...come to $11.3 billion. The major 
items in the Bill are: 


e Annual Contract Authority (covering Annual Contributions for Assisted 
Housing. .. Section 8 and Low-Rent Housing) $662.3 million. 


e Annual Loan Limitations (Sec. 202 for Elderly or Hanicapped) $375 million. 
e Corporate Expense Limitations and Transfers $211.3 million. 


e Appropriations $6.074 billion. 


e Rorrowing Authority (Emergency Home Purchase Assistance Act of 1974) $5 
billion. 


The $11.3 billion total compares to a 1975 FY total of $5.454 billion. . . but the 
1975 total did not include the $5 billion borrowing authority under the Emergency Act. 





New Low Rent Regulations Proposi:d 


Interim Regulations designed to protect tenants of low-income housing against 
excessive payment of rent...while at the same time increasing income for Public Housing 
Authorities. .. have been announced by HUD. 


The rules would apply to more than 2,400 Public Housing Authorities. . . representing 
1.4 million units, and about 3 million people. 


Authorized by the National Housing Act of 1937, as amended by Congress in 1974, 
the rules provide that no tenant of a low-income housing project pay more than 25 percent 
of adjusted gross income for rent, unless: 


(1) Five percent of gross income exceeds 25 percent of adjusted income; 


(2) A tenant receives public assistance, a portion of which is based on his actual 
housing costs, in which case, the tenant will generally pay the maximum rent allowed by the 
public welfare agency. 


For the purpose of determining minimum and maximum rents, the proposed rules 
detail deductions that may be taken from income in computing rents, and are designed to 
prevent “double deductions.” 


Public Housing Authorities... when applying for an increase in operating subsidies 
from HUD under the new rules... will have to certify that rental income of the project 
totals at least 20 percent of the income of all tenants. 


Responsibility for setting rents remains with the Public Housing Authorities, subject 
to approval by HUD. LHA managements can adopt rent schedules suitable to their respective 
projects so long as rent levels remain within the minimums and maximums established by the 
proposed rules. 


Comments on the Regulations may be submitted until October 31 to the Rules Docket 
Clerk, Office of HUD General Counsel, Room 10245, Washington, D.C. 20410. 


* 


FHLBB Authorizes Limited Futures Operations 


The FHLBB is proposing regulations to authorize Federal savings and loan associa- 
tions to participate on a limited, hedged basis in the GNMA futures market opened by the 
Chicago Board of Trade on October 20. The Board is also proposing a policy statement (1) 
strongly urging insured State-chartered thrift institutions not to participate in the new futures 
market other than on the limited, hedged basis proposed for Federals. . . and (2) stating that 
the Board’s examinations staff may take supervisory objection to speculative participation by 
insured institutions in the new market. 


The Board’s Acting Chairman noted that mortgage futures transactions which are 
conducted in a prudent and knowledgeable manner can provide lending institutions with 
protection against market fluctuations of interest on mortgage loans made by them. He 
emphasized, however, that engaging in futures transactions without sufficient understanding 
of the function and operation of the mortgage futures market would be an unwise practice. 


* 
FYI 


BATIMAT... 10th International Construction Show, Pare des Expositions. . . Porte de 
Versailles, Paris, November 20-30. Contact: French Trade Shows, 1350: Avenue of the 
Americas, New York, New York 10019. 





Settlements Act Regulations Amended 


HUD has issued eight amendments to the Regulations under the Real Estate 
Settlements Act (RESPA).. . effective October 9. 


On August |... the Department requested comments on the operation of RESPA. 
The Regulation amendments are based on the 344 comments received by the September 30 
deadline, covering problems being experienced by buyers and sellers of homes, mortgage 
lenders, and others. 


The most significant amendment is the expansion of the provisions for waiver of the 
12-day minimum period between advance disclosure and settlement. The waiver will now be 
possible for all buyers and sellers. Where the waiver is used... the settlement is received. (It 
should be noted that the RESPA statute does not permit the parties to waive the preparation 
of the advance disclosure statement. It only permits reduction of the 12-day period.) 


Lenders are encouraged to use the waiver provision, and to advise buyers and sellers 
of their rights to waive the 12-day minimum period if they wish. The Department has 
expanded these provisions for waiver in light of many reports that the more restrictive waiver 
provisions of the previous regulations were causing serious inconvenience to many buyers and 
sellers. 


The seven other changes to the RESPA Regulations are: 
e Elimination of coverage of assumptions, except assumptions of construction loans: 


e Two amendments redefining “‘loan application” to mean a written application, and 
“loan commitment” to mean a written commitment, so that lenders may communicate freely 
by telephone and in person with the public, without fear that their oral conversations might 
inadvertently constitute receipt of a loan application or issuance of a loan commitment: 


e Provision that certain portions of the standard Advance/Disclosure Settlement form 
not used locally may be deleted. This will allow the form to be substantially shortened by 
lenders who do not use many of the items on the form: 


e Provision that the 7ruth in Lending portion of the form need only be provided to 
the buyer, not to the seller; 


e Elimination of the TJruth in Lending portion ‘of the form, when used as a 
Settlement Statement; 


e Simplification regarding mailing of a Settlement Statement. 


The eight amendments to the regulations are carefully designed to avoid causing a 
new nationwide round of training of lenders’ personnel. 


HUD was particularly concerned to avoid substantial required changes to lenders’ 
procedures in view of current intensive consideration by Congress of possible amendment, 
suspension, or repeal of Sections 4 and 6 of RESPA. 


In order to avoid such a new round of training... as well as substantial possible 
disruption to the procedures which lenders have established. . . further consideration has been 
deferred with respect to other technical changes to the Regulations, such as revision of the 
timing of advance disclosure, changes of the technical instructions for completion of the 
standard form and changes to the form. Also, the Department's legal authority to make other 
improvements in the Regulations is severely limited by the express provisions of the RESPA 
statute. 


The amendments were issued after consultation with the Federal Home Loan Bank 
Board, the Federal Reserve Board, and other Agencies. 





Solar Proposals Sought 


HUD is seeking new projects for the use of solar heating built into the home 

. including domestic hot water...and possibly combined heating and cooling systems 

.and is calling for proposals to be submitted for demonstration projects integrating solar 
energy systems into building plans for single and multifamily homes. 


A number of grants will be awarded... perhaps as many as 20... depending upon the 
number and quality of the proposals, funding available, and other program requirements. The 
awards will finance only the solar energy portion of the selected projects. 


Entrants are expected to have already arranged for the financing, land, building type, 
and solar energy system. They must have completed their basic engineering designs and be 
ready to start construction within 90 days after the award is made. 


In announcing the program. ..Charles J. Orlebeke, HUD Assistant Secretary for 
Policy Development and Research... said: “These will be the first private solar energy 
resi¢ential demonstration projects under the National Solar Heating and Cooling Demon- 
stration Program. We expect them to be a major factor in alerting the country to the 
potential energy savings that can be achieved in the effective use of solar energy. Over the 
5-year program we hope to demonstrate many different methods of heating, cooling and 
heating water, and to resolve many of the issues that may restrict the widespread use of solar 
energy for heating and cooling.” 


A similar request will be issued in about 9 months to allow organizations which did 
not submit their plans or whose submissions were not accepted to have another chance to 
demonstrate their projects. This Request for Grant Applications (RFGA) is expected to be 
reissued approximately five times during the program. 


Copies of the RFGA Number H 2353 may be obtained by writing to the Office of 
Procurement and Contracts, Attn: Cheryl Yeargin or Wayne Cutrell, Room B-133, HUD, 
Washington, D.C. 20410 (202/755-5450); 
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